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Atrium  at  Glenpointe.  400  Frank  W.  Burr  Blvd.,  Teaneck.  NJ  07666  Tel.  (201 )  801-0050 


April  26, 1991 


Ms.  Katherine  Hizer 
KCCS 

Via  Fax  (214)  830-6847 


Dear  Ms.  Hizer: 

This  is  in  reference  to  our  telephone  conversation  regarding  INPUT'S  billings  for  consulting 
assistance. 

The  contract  is  my  letter  to  Jim  Huff  dated  December  19,  1990.  (My  signed  copy 
was  faxed  from  our  California  office,  so  it  is  hard  to  read;  I  have  enclosed  an 
original.) 

The  time  on  the  invoice  was  spent  on  the  following  activities: 


Preparation  for  meeting  (December  19  and  part  of  December  20) 

Travel  to  and  from  Dallas  (December  20  and  21,  including  three  hour  delay 
on  December  21) 

Meeting  in  Dallas  (December  21) 

Follow-up  question^and  research  (December  27,  January  9) 


Fax  (201)  801-0441 


If  you  have  any  additional  questions,  please  call. 
Sincerely, 


Thomas  O'Flaherty 
Vice  President 


TOF:ms 
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Atrium  at  Glenpointe.  400  Frank  W.  Burr  Blvd..  Teaneck.  NJ  07666  Tel.  (201)  801-0050 


December  19, 1990 


Mr.  James  Huff 
President 

Kimberly-Clark  Computer  Services 
Dallas,  TX 

Via  Fax  214-830-6848 


Dear  Jim: 

I  received  a  copy  of  your  non-disclosure  agreement,  have  signed  it  and  am  returning 
a  copy. 

As  we  agreed  verbally,  I  will  provide  per  diem  consulting  services  at  the  rate  of 
$1,500  per  eight  hour  day  (on  a  pro  rata  basis  including  travel  time).  If  other 
personnel  are  involved  their  billing  rates  will  be  agreed  to  beforehand.  Associated 
expenses  (largely  travel)  are  additional  and,  if  incurred  by  INPUT,  will  be  billed  at 
cost. 

I  look  forward  to  meeting  you  and  your  staff  on  Friday. 


Thomas  OTlaherty 
Vice  President 


Accepted  by: 

Kimberly-Clark  Computer  Services 


Name 


Fax  (201)  801-0441 


Sincerely, 


Title 
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Afriiim  -il      l..np/>!n»«.  A0(5  Franl,  W.  Owfr  Blvd.,  ToanoeU.  MJ   07ece    Tol.  <roi>  OOi-OODO 

Fax  (201)801-0441 


Dccc» 


Mr.  James  I  luff 
President 


Kimberly-CIai  k  Computer  Services 
Dalks,  TX 

Via  Fsu<  21/1  u.\0 


Dear  Jimt 

I  r«c«;v«d  il  c.!(>y  cif  your  non-d!9cl09urc  agreement,  have  siciied  it  i^md  iiin  rcturnine 

a  copy.  ° 

^^ve  agree  I  vurbully.  I  'A'ill  provide  per  diem  coni^ulting  sc>-viccs  aI  lUc  lutc  of 
$X,SOO  p«i-  *;t;i.t  hwur  dav  (on  a  pro  rcta.  hckiia  including  navel  tiiiic).  If  utUci 

parconnol  ar^'  in^-oWtsd  th&ir  billina  rAt«»  will  bv.  asiccd  to  I/cfwioliUiiU.  AjsoUaicU 

CAyciiiCs  diiii-'tjly  travel)  are  Jiflrlirinnfll  nnd,  it  in<n.irr<»d  by  INVUT,  will  b»  billed  ut 

cost, 

I  look  fora'iir<i  to  meeting  you  and  your  staff  on  Friday, 


Thomas  O'Flaherty 
Vice  Presideii! 
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Kimb$r]y-Ch;rk  Coriputer  Services 
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YGEN 

111103 
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PROFESSIONAL  FEE  FOR  CUSTOM  PER  DIEM  CONSULTING 
28  HOURS  @  $1,500  PER  8  HOUR  DAY.  $4,200.00 
DEC  19     2.0HRS  DEC  20     7.5  HRS 

DEC  21  15.0HRS  DEC  27     2.0  HRS 

JAN     9     1 . 5HRS 

EXPENSES  (HOTEL  &  GROUND  TRANSPORTATION)  218.60 
TOTAL  $4,418.60 
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March  8, 1991 


Mr.  James  Huff 
KCSS 

Dallas,  Texas 

Via  Fax  (214)  830-6848 


Dear  Jim: 

This  will  confirm  our  conversation  concerning  INPUT  performing  a  market  research  study 
on  the  CSP  market. 

INPUT  will  perform  the  following: 

Prepare  a  questionnaire  with  KCSS  staff 

Test  the  questionnaire  by  telephone 

Conduct  40  interviews,  4  face-to-face  and  the  remainder  by  telephone 
Tabulate  and  analyze  the  information 

Prepare  a  presentation  of  the  findings  and  present  them  to  KCSS  in  Dallas 

As  an  incentive  to  participate,  respondents  will  receive  a  summary  of  findings;  this 
summary  will  be  reviewed  with  KCSS  before  being  released  so  as  not  to  make  public  any 
critical  information. 

KCSS  will  receive  copies  of  all  completed  questiormaires.  If  KCSS  wishes  to  make  sales 
contact,  INPUT  will  serve  as  an  intermediary. 

INPUT  can  begin  work  within  one  week  of  project  authorization.  INPUT  anticipates  that 
the  study  will  take  six  weeks  to  complete. 

The  professional  fee  will  be  $15,000.  Half  is  payable  upon  project  authorization  and  the 
remainder  upon  completion  of  the  study.  Out-of-pocket  expenses  (travel,  telephone, 
production  costs)  will  be  billed  at  cost  and  are  expected  to  be  approximately  15%  of  the 
professional  fee. 

An  additional  20  telephone  interviews  would  increase  the  professional  fee  by  $3,500. 


•  ,  i-.-  ^r  n-  ■"^ 


* 


Please  signify  authorization  by  signing  below. 


Sincerely, 


Thomas  O'Flaherty 
Vice  President 

TOF:ms 


AUTHORIZATION 

To  authorize  the  project  as  specified,  please  sign  and  return  one  copy  of  this  proposal, 
along  with  the  initial  fee.  Upon  acceptance  by  INPUT,  a  countersigned  copy  of  the 
proposal  will  be  returned  to  KCSS. 


AUTHORIZED  BY: 
KCSS 


ACCEPTED  BY: 
INPUT 
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K-CCS 
K-C  CSP/ADE 


What  The  Experts  Say  About  CSP 


•  Gartner,  Yankee,  Input 

"Shelfware"  -  80%  Of  Current  Licenses 
Are  Not  Used 

CSP  Is  Hard  To  Use 

There  Are  Few  CSP  Utilities 

There  Are  No  Clear  CSP  Development  Standards 

CSP  Is  A  Weak  Link  In  The  AD/Cycle  Strategy 

•  Confirmed  By  Independent  Survey      [jnw  df  D^^^^^ 
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What  The  Experts  Predict  For  CSP 


5  Years  Behind  DB2 

26,5%  Market  Share  for  DB2 
6,5%  Market  Share  for  CSP 

CSP  Install  Base  Increases  20%  -  30%  CAGR 

Market  Share  For  CSP  Well  Below  DB2 

DB2  -  55%  to  60% 
CSP  -  30%  to  35% 


CSP  Projected  Growth 


10 
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No  of  Installations  (000s) 


88      89      90       91       92      93      94      95       96       97       98  99 

Year 


~~  Growth 

1500  Licenses  At  The  End  Of  1990,  80%  Unused 
Projected  30%  CAQR  Projected  36%  Market  Share  (1998  Top  Out) 
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CSP  vs.  DB2  Projected  Growth 


No  of  Installations  (000s) 
14  I  
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88      89      90       91       92       93       94      95       96       97       98  99 

"  Year 


DB2  — ^-  CSP 
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K-CCS  Solution 


•  Dramatically  Increase  Use  Of  Current  CSP  Licenses 

•  Accelerate  Sales  Of  CSP 

•  Increase  Market  Share  Of  CSP 

•  Decrease  Time  To  Achieve  Maximum  Market  Share 

•  K-C  CSP/ADE 


K-C  CSP/ADE 


A  CSP  Application  Development  Enabling  Tool 


FUNCTIONS 


FOUNDATION 


K-CCS  Expertise 


•  IAS  -  DB2  Enabling 

•  Code  Generator  Experience 

•  Application  Development  Experience 

•  K-C  Model  Experience 

-  70%  of  2.5  Million  Lines  Of  Code  Modeled  ' 

•.  "K-C  ADM"  "  ■ 

-  K-CCS  Code  Generation  Productivity  Product 

-  Supports  "Analysis/Design  &  Produce" 


x3 
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IBM'S  CSP  Code  Generator  Issues 


1.  Performance 

2.  Functionality 

3.  Environment  Administration 


IBM's  AD/Cycle  Implementation  Issues 

1.  standards  Administration  (e  g.,  CUA,  CPI) 

2.  Application  Development  Platform  Migration 

(e.g.,  3270/MF  to  OS/2  PWS) 

3.  Application  Development  Discipline 


Solutions  To  Issues 


CSP  Issue  #1 
Performance 

Solution 
IBM's  CICS  Cobol  Generator 


Solutions  To  Issues 


CSP  Issue  #2 

Functionality 

High  Level  Language  Support 
(e,g,,  Date,  String,  Gale) 

Solution 


K-C  CSP/ADE  iTunctions"  | 

(39  Functions  Supported) 


Solutions  To  Issues 


CSP  Issue  #3 

Environment  Administration 

"MST"/  ALF  Management 


Solution 


K-C  CSP/ADE  ["Foundation"! 


Manage  Check-In  and  Check-Out 


Solutions  To  Issues 


AD/Cycle  Issue  #1 

Standards  Administration 

CUA,  CPI 


Solution 


K-C  CSP/ADE  ["Models"! 
Demonstration  System 
CSP  Model  Maps 


Solutions  To  Issues 


AD/Cycle  Issue  #2 

Application  Development  Platform  Migration 

Cobol  Structured  Programming 

vs, 

CSP  List  Orientation  Programming 

vs, 

CSP  Structure  Chart  Icon  Programming 

vs, 

CASE  Application  Generations^   ? 


Solution 


K-C  CSP/ADE  ["Modelsj 


Standard  Programming  Objects  Across  All  Platforms 


Solutions  To  Issues 


AD/Cycle  Issue  #3 

Application  Development  Discipline  ^  C^P/A^  ^^/^^ 

No  Bridge  From  Logical  Business  \  <^),xW^ 

Requirements  to  the  CSP  Technical  '  lur^^"^ 

Specification 


Solution 


K-C  CSP/ADE  ["Models"  | 
Use  Pre-defined  Code  Ll.^  ^ 

or  r//  /- 

Use  Pre-defined  Action  Diagrams 


5  I 


Logical  Design 


System  Entity  Relationship 


Data  Flow  Diagram 


Process  Structure  Chart 


Edits,  Calculations, 
Business  Rules,  etc. 


Process  Entity  Relationship 


Ldii 
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Reports,  Panels,  Userviews 


Technical  Design 

Create  DB2  Tables  Technical  Structure  Chart  or  Psuedocode 


OD90E001- 
MAIN 


CSP  MAPS 


0D00E010. 
QEN-INIT 


OD00E70O. 
ERR.LOQ 


OD00P700. 
ADD.ERR 


0DSOEO2O- 
LOC.INIT 


OD50E300. 
INQ-PROC 


0D50P300. 
INQ.REC 


0D80E030 
AOD.USCO 


0DS0P001. 
CONVERSE 


0D00E040 
CMD-PARSE 


Action  Diagram 


0D00E042. 
TRAN.PF 


/•  1990  K-C  COMPUTER  SERVICES.  INC 
/••••• 

/•  OD60P001_CONVERSE 

/•  DESC:  CONVERSE  MAIN  MAP 


MOVE  EZEDTE  TO  OD60M01.MX_TODAY; 
MOVE  EZETIM  TO  OD60M01.MX_TIME: 
CONVERSE  OD50M01 


Logical  /  Technical  Design 


Business  Entity  Relationship 


Can  Be  Used  To  Generate 


DB2  Table 


Data  Flow  Diagrams 

Q-f 


Are  Used  For  Documentation 


Business  Function  Relationship 


WIN  Chose 


1^        CSP/ADE  Models 


Business  Function  Structure  Chart 


"a 


CSP/ADE  Model 


Jechnical  Structure  Chart 


Edits,  Rules,  etc 


Are  Used  To  Modify 


Code 


Panels 


Are  Converted  To 


5im 


CSP/ADE  Map 


CSP/ADE  Solution 


Business  Function  Structure  Chart 


Technical  Structure  Chart 


••I 

Or<*r 


M  lly 
Ordar 


■  dll 
Data 


Ckaak 
TabI* 


Updata 
Ordar 
Tabia 


OD00I010. 
•  IN.INir 


■  RN. 

ODO  0P700. 
ADO. IRR 


ODaOIOlO. 

LOC.INIT 


ODIOl 100. 
NQ.PROC 


ODOOPtOO. 
INQ.RIC 


ooaoiooi. 

MAI  N 


ODOoi oao 

ADD.USCOI 


ODOO  POO  1. 
CONVIRtI 


OD00I040. 
CMD.PARSI 


ODOOI04t. 
TRAM.rF 
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IBM'S  AD/Cycle 


CROSS 
LIFE 
CYCLE 

Process/Project 
Impact  Analysis 

Documentation 

Requirements 

1 

Analysis/Design      |  Produce 

1 

Build/Test        1  Production 

wrrkJt"a?lon"*Servlces  APPLICATION  DEVELOPMENT  PLATFORM  Sj^°nVo7m^at?on  Model 


IBM'S  AD/Cycle 


CROSS 

Process/Project  Documentation 
Impact  Analysis 

CYCLE 

Requirements   |    Analyela/Deslgn     |    Produce  |  Build/Test        |  Production 


CSP/ADE  AD/Cycle  Influence 


CROSS 
LIFE 
CYCLE 

Process/Project 
Impact  Analysis 

Documentation 

Requirements 

1 

Analysis/Design|  Produce 

1 

Build/Test  1  Production 

MAINFRAME 


WORK  STATION 


CSP-ADE 


Models 

Functions 

Foundation 


CSP-ADE 


CSP-ADE 


Models 
Functions 


Database 
Logic 

Screens 


CASE 


User  Interface 
Workstation  Services 


APPLICATION  DEVELOPMENT  PLATFORM 


Repository  Services 
AD  Information  Model 


Relative  Application  Development  Productivity 

COBOL 


CSP  with  K-C  CSP/ADE 


Reactions  To  K-C  CSP/ADE 

^^Advisory  Group  -  ^\>^-'^  "  csf 

Color  Tile  -  \^u.uj^'^  c^cJ  /^c. 

Niemann  Marcus 
Transport  Insurance 
GE  Consulting  Services 

IBM 

Marketing  n  fecaA- 

Gary  Labs    U^'"^  ^^'^    c^r  ^/>-i  ^ 

Vendor  Loan  Review  Committee       .  2^^3^^j^A-^ 

-  ADP  . 

Diamond  Shamrocl<  - '^-^  \    - ^ 

Clark  Checl<s  ,  -  ^ 

•  Kimberly-Clark  "Oasis  Project' 


Impact  Of  Addressing  Issues 


V  Acceptance  Of  CSP 
Earlier  Implementation  Of  AD/Cycle 
Earlier  Movement  To  SAA 
Additional  DB2  Utilization 


Solution  To  CSP  &  AD/Cycle  Issues 


K-C  CSP/ADE  -  The  Application  Development  Enabling 

software  that  should  be  delivered 
with  every  copy  of  CSP  installed. 


CSP  -  BASELINE 

Annual  Revenue 


Financial  Impact  On  IBM 

Increase  Selling  Price  of  CSP 
Increase  Market  Acceptance  of  CSP 


,1 


Change  In  Mainframe  Software  Revenue 

Over  Five  Years 

$  Millions 

Percent  Increase  In  CSP  Growth  Rate 


0%      5%       10%     15%  20% 


0  26  53  80  109 

135  169  202  238  274 

297  340  382  427  472 

491  545  597  653  709 

721  787  852  920  990 


IBM  Baseline  Revenue  =  $418  Million 


Percent 

Increase 

0% 

In  CSP 

5% 

Selling 

10% 

Price 

15% 

20% 

K-C  CSP/ADE 

Annual  Revenue 


$  Millions 

800  1  


$  Millions 


Change  In  Total  Software  Revenue 

Over  Five  Years 
Percent  Increase  In  CSP  Growth  Rate 


0% 

5% 

10% 

15% 

20% 

Percent 
Increase 

0% 

0 

27 

54 

83 

1 12 

In  CSP 

5% 

150 

r 

185  \ 

219 

256 

293 

Selling 
Price 

10% 

329v 

372  \ 

416 

461 

508 

15% 

541 

596 

649 

706 

763 

20% 

791 

858 

924 

993 

1,064 

IBM  Baseline  Revenue  =  $521  Million 


K-C  CSP/ADE 

Annual  Revenue 


K-C  CSP/ADE 

Annual  Revenue 

$  Millions 


K-CCS's  Proposal 


•  K-CCS  Sells  K-C  CSP/ADE  To  IBM 

•  K-CCS  Delivers  Source  Code  (WS  &  PWS) 
And  Documentation 

•  IBM  Offers  K-C  CSP/ADE  As  An  IBM  CSP 
Component  Priced  Separately 

•  IBM  Maintains  Code 

•  K-CCS /Consults\ On  Maintenance 

•  K-CCsiconsult^ On  Training 

•  K-CCS  Participates  In  Downstream  Consulting 
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Financial  Proposal  Structure 


•  Upfront  Payment 

Source  Code 
Documentation 

•  Consulting  Fees 

Integration  Into  IBM 

•  Royalty  For  Each  License 

Mainframe 
Work  Station 

•  Downstream  Consulting 


Solution  To  CSP  &  AD/Cycle  Issues 

K-C  CSP/ADE  -  The  Application  Development  Enabling 

software  that  should  be  delivered 
with  every  copy  of  CSP  installed. 


DB2  Classic  Success  Curve 
/CSP  With  CSP/ADE 


IBM  Organization 


IBM 

USA 
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1  IM 
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IBM  Organization 
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Richard  Qoldbarg 
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CAPABILITIES 

Design  and  manage  research  projects  for  determining  market  needs,  competitive 
positioning,  and  the  viability  of  products  and  services.'  • 

Provide  consulting  advice  on  market  strategy,  new  products  and  services, 
growth/diversification  alternatives.  Two  systems  initiatives  added  $13  million  and  $21 
million  to  the  bottom  line. 

Experience  includes  over  100  research  and  consulting  assignments  for  clients  ranging 
from  start-ups  to  firms  such  as  ADP,  Ameritech,  AT&T,  Citicorp,  Continental 
Insurance,  Coopers  &  Lybrand,  General  Motors,  GTE,  IBM,  ITT,  Marriott 
Corporation,  McKinsey  &  Co.,  Metaphor,  Mobil,  and  Unisys. 

In-depth  experience  in  many  vertical  markets  (e.g.,  worked  with  a  major  bank  for  a  year 
on  a  new  processing  strategy;  advised  the  President  of  a  major  manufacturing  division 
on  system  improvements;  developed  innovative  information  services  for  the  medical 
sector;  advised  an  energy  company  on  information  service  diversification  into  related 
fields). 


BACKGROUND 

Director  of  Research,  Broadview  Associates.  Responsible  for  professional  support 
functions  (company  analysis,  client  consulting,  proprietary  data  base  development)  for 
an  international  investment  banking  specializing  in  information  technology. 

Principal,  Information  Service  Strategies.  Consultant  on  markets  and  products. 
.  Marketing  director  for  start-up  firm  offering  innovative  PC  communications  product. 

Principal  Consultant,  INPUT.  Directed  research  and  consulting  projects  for  a  variety  of 
clients. 

Hands-on  experience  at  every  IS  department  level,  including  IS  Director. 


EDUCATION/PROFESSIONAL  ACTIVITIES 
B.A.,  Colgate  University 
Certificate  in  Data  Processing  (CDP) 

Member  of  the  ACM,  the  Society  for  Information  Management,  and  a  founding 
member  of  the  American  Association  for  Medical  Systems  and  Informatics.  Extensive 
speaking  to  professional  groups. 

Regular  contributor  to  Computenvorld  Softline  column  since  1983. 
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CASE-Related  Experience 


Hands-on  experience  at  all  levels  of  IS 

Design  and  implementation  responsibilty  for  many 
systems  projects  (including  a  successful  large  scale  AI 
project  implemented  using  COBOL  and  IMS) 

Regular  contributor  to  Computerworld ' s  Softalk  column 
since  1983 


Lectured  at  IBM  Software  Engineering  Institute 
Recent  CASE  professional  activities: 

Presentation  at  1989  CASECON 

Speaker  at  executive  session  of  largest  CASE 
vendor's  user  conference 

Conference  presentation  on  "CASE  and  Systems 
Integration" 

Speaker  at  1990  Adapso  World  Computing 
conference  at  CASE  session 
CASE  analysis  article  published  in  the 
July/August,   1990  "Software  Engineering" 
Chaired  "CASE  Futures"  panel  in  August,  1990 
with  senior  presenters  from  IBM,  DEC,  Index, 
and  Texas  Instrument 

In  the  last  year  reviewed  the  operations  of  bwro  CASE 
product  companies  (both  in  the  top  ten)   and  made 
recommendations  which  were  implemented 


In  1990  studied  current  and  future  developments  in  the 
real-time  CASE  market. 


CASE  /  Thomas  O'Flaherty 


The  New  Playing  Field 


Computer-aided  software  engineering  (CASE)  is 
often  viewed  as  a  collection  of  concepts,  method- 
ologies, and  technologies.  Recent  developments  in 
the  market,  however,  promise  to  change  CASE 
products  almost  beyond  recognition.  The  effects 
on  CASE  tool  vendors  will  be  obvious  and  imme- 
diate. The  impact  on  those  using  or  still  assessing 
CASE,  however,  may  be  even  greater  in  the  long 
run.  This  column  examines  the  current  CASE 
product  environment  and  the  significant  impact 
IBM's  strategies  and  AD/Cycle  repository  have 
had  and  will  continue  to  have  on  the  CASE  prod- 
uct environment. 


In  1989,  at  least  150  vendors  offered  one 
or  more  CASE  products  for  the  US  mar- 
ket. In  interviewing  several  dozen  ven- 
dors during  that  year,  the  author  found 
that  each  agreed  that  the  market  cannot 
support  such  a  large  number.  The  very  exis- 
tence of  so  many  vendors  confuses  users,  de- 
lays CASE  deployment  and  use,  and  prevents 
vendors  from  reaching  critical  mass  (in  mone- 
tary terms,  this  is  equivalent  to  $10  million  or 
greater  annual  sales).  As  a  result  of  market  di- 
versification. Input  (an  international  research 
and  consulting  firm  specializing  in  informa- 
tion services  based  in  Mountain  View  CA)  es- 
timates that  CASE  product  vendors,  as  a 
group,  average  $3  million  in  annual  sales. 

Until  recently,  few  barriers  existed  that  pre- 
vented companies  from  entering  many  parts 
of  the  CASE  product  market.  As  a  result,  in- 
teresting front-end  products  were  and  still  can 
be  produced  with  a  relatively  small  invest- 
ment in  programming  resources;  unfortu- 
nately, the  resulting  products  often  look  and 
perform  rather  similarly.  This  ease  of  market 
entry  encourages  many  small  firms  to  try  to 


solve  pieces  of  the  CASE  problem,  which  in 
turn  produces  fragmented  product  offerings. 

This  situation  has  been  quantified  in  the 
CASE  Product  Directory  produced  by  CASE 
Outlook  Inc  in  Portland  OR.  The  directory  an- 
alyzes the  offerings  of  130  CASE  product  ven- 
dors, categorizing  vendor  offerings  by  the  fol- 
lowing 17  functions: 

•  Requirements. 

•  Program  design. 

•  Data  base  design. 

•  Real-time  design. 

•  Rapid  prototyping. 

•  Automatic  code  generation — Information 
systems. 

•  Automatic  code  generation — Engineering 
systems. 

•  Programming  support. 

•  Testing. 

•  Strategic  planning. 

•  Methodology. 

•  Configuration  management. 

•  Requirements  tracing. 

•  Project  management. 

•  Testing  and  maintenance. 

•  Reverse  engineering.  »■ 

•  Performance  analysis. 

An  analysis  of  this  data  produced  these  key 
findings: 

•  No  vendor  had  products  that  performed  all 
17  functions. 

•  The  average  vendor's  CASE  product  line 
performed  five  of  the  17  functions. 

Because  of  the  disparity  between  the  number 
of  vendors  and  the  small  number  of  functions 


Thomas  O'Flaherty  is  vice-president  in  charge  of 
the  New  York  regional  office  of  Input,  an  interna- 
tional research  and  consulting  firm  specializing  in 
in/ormation  services  based  in  Mountain  View  CA. 
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provided  by  their  CASE  tools,  it  can  be  easily 
deduced  that  more  than  four-fifths  of  the  ven- 
dors in  this  market  will  fall  by  the  wayside  or 
have  their  products  taken  over  by  surviving 
vendors. 

In  addition  to  the  issue  of  the  number  of  ven- 
dors that  will  survive  is  the  issue  of  the  type 
of  company  that  will  survive — that  is,  will  the 
reduced  number  of  vendors  still  tend  to  be 
specialists,  covering  hmited  parts  of  the  CASE 
life  cycle,  or  will  they  cover  most  or  all  CASE 
functions? 

Another  concern  that  both  vendors  and  users 
must  face  as  the  number  of  vendors  becomes 
more  concentrated  includes  what  impact  this 
concentration  will  have  on  the  development 
of  CASE  (e.g.,  whether  it  will  limit  the  options 
and  approaches  to  CASE  implementation  that 
are  available).  A  further  issue  connected  to 
vendor  concentration  is  what  strategies  CASE 
product  buyers  and  users  can  employ  to  bene- 
fit from,  rather  than  be  hurt  by,  these 
changes. 

These  issues  have  been  underscored  by  IBM's 
recent  CASE-related  announcements  and  ac- 
tions, which  are  discussed  in  the  following 
section.  The  section  focuses  on  IBM  because 
of  the  company's  size  and  potential  impact; 
strategic  developments  involving  other  ven- 
dors are  discussed  in  subsequent  sections  of 
this  column. 

IBM's  role  in  the  CASE  environment 

Until  recently,  IBM  has  not  been  a  principal 
factor  in  CASE  technology  or  a  major  player 
in  the  CASE  market.  Discussions  of  IBM  and 
CASE  generally  involved  speculation  regard- 
ing the  long-awaited  development  of  its  reposi- 
tory. 

In  the  last  half  of  1989,  however,  IBM  entered 
the  CASE  arena  with  a  vengeance  as  AD/Cy- 
cle  (originally  released  as  AD),  a  set  of  tools 
that  includes  its  new  repository  product,  was 
announced  in  September..  In  addition  to  this 
release,  at  the  end  of  last  year,  IBM  made  eq- 
uity investments  in  three  of  the  leading  CASE 
product  firms — Bachman  Information  Systems 
Inc.  KnowledgeWare  Inc,  and  Index  Technol- 
ogy Corp. 

IBM  has  been  uncharacteristically  forthright 
with  regard  to  the  product's  contents  and,  to  a 
degree,  its  direction  and  strategy.  Because  of 


the  extensive  press  coverage  of  this  product, 
this  article  will  not  recapitulate  the  AD/Cycle 
product  announcement  or  elaborate  on  the 
product  itself. 

AD/Cycle's  importance  lies  outside  of  the 
product  details  in  that  it  promises  to  change, 
or  accelerate  changes  already  occurring  in, 
the  CASE  environment  through  the  following 
characteristics: 

•  The  operating  environment. 

•  The  host  machine. 

•  The  interaction  of  the  components. 

•  The  product's  visibility. 

The  operating  environment.  The  most  im- 
portant operational  attribute  of  AD/Cycle  is 
that  it  is  designed  to  operate  in  a  layered, 
workstation  environment.  Indeed,  IBM  repre- 
sentatives have  indicated  that  much  of  the 
product's  functional  capabilities  could  have 
been  delivered  two  years  earlier  if  the  chosen 
environment  had  been  a  host  linked  to  dumb 
terminals. 

The  host  machine.  The  workstations  play  an 
important  or  even  dominant  role  in  the  analy- 
sis and  design  phases;  the  host  machine  is  vi- 
tal for  overall  control  as  well  as  serving  as  the 
focal  point  for  integrating  design  components 
from  decentralized  design  teams.  Host  ma- 
chines include  but  are  not  limited  to  the  370 
family;  in  many  ways,  the  architecture  of  the 
AS/400  is  an  even  more  suitable  platform  for 
the  repository. 

Interaction.  To  the  extent  feasible,  all  the 
components  of  AD/Cycle  will  be  interactive. 
For  example,  validation  and  error  checking  of 
design  will  take  place  in  real  time. 

Visibility.  In  many  respects,  AD/Cycle  has 
become  the  most  visible  part  of  IBM's  Systems 
Application  Architecture  (SAA),  building  on 
its  very  expensive  common  interface  founda- 
tion. 

The  most  important  aspects  of  AD/Cycle 
(and,  perhaps,  the  reason  why  the  term  cycle 
was  added  to  its  name]  are  its  facilities  to 
maintain  and  migrate  older  systems  to  newer 
systems.  This  capability  is  vitally  important  to 
the  CASE  industry:  if  the  widespread  use  of 
CASE  tools  causes  the  disposal  of  old  code, 
CASE  will  take  a  very  long  time  to  reach  the 
mainstream.  Of  course,  Bachman  offers  a  way 
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to  apply  a  CASE  methodology  to  current  sys- 
tems (e.g.,  data  bases).  Some  Bachman  tools 
can  be  used  not  just  for  data  base  design  but 
also  for  migration  from  old  systems  to  new 
(e.g.,  from  IMS  to  DB2). 

The  move  to  an  expert  generator 

The  Bachman  data  base-oriented  tools  alone 
will  not  be  enough  to  meet  maintenance 
needs.  After  all,  80  billion  lines  of  COBOL 
code  are  still  in  use.  IBM's  Cross  System  Prod- 
uct (CSP)  will  olfer  COBOL  and  IMS  genera- 
tion based  on  design  tool  output  by  the  end  of 
this  year.  These  facilities,  however,  will  in 
many  respects  make  the  IBM  product  only 
equal  to  competitive  generators. 
The  promise  of  this  product  is  in  the  future. 
CSP  is  in  the  midst  of  a  drastic  renovation,  to 
the  point  where  it  might  almost  represent  a 
whole  new  product  in  the  future.  IBM  has  of- 
ten used  the  phrase  "rule-based,  Al-optimized 
COBOL"  to  describe  what  CSP  will  produce 
after  1990.  There  is  little  doubt  that  IBM  is 
aiming  for  an  expert  generator.  In  the  future, 
the  expert  generator  could  perform  several 
functions: 

•  The  generation  of  optimized  object  code — 
In  principle,  this  code  could  be  geared  to- 
ward various  hardware  architectures.  For 
business  reasons,  however,  IBM  would  limit 
the  target  hardware  platforms  to  those  it 
controlled. 

•  Degeneration — The  extraction  of  design  and 
requirement  parameters  from  existing 
COBOL  code  and  their  placement  within 
the  structure  of  a  specified  design  tool — 
Thereafter,  in  principle,  the  old  code  could 
be  maintained  through  the  design  tool.  In 
fact,  from  one  viewpoint,  it  would  no  longer 
be  old  code. 

•  Inclusion  of  the  code  generator  as  part  of 
the  design  tool  and  repository — That  is,  if 
CSP  or  subsequent  products  develop  this 
far.  Therefore,  the  code  generator  would  be- 
come transparent.  In  a  way,  the  design  tool 
would  become  the  generator. 

IBM's  relationship  with  vendors 

The  repository  itself  is  meant  to  be  an  open 
architecture  with  defined  interfaces  that  other 
software  vendors  can  link  into  and  use.  IBM 
has  already  formed  relationships  with  about 
40  vendors,  called  development  associate  ven- 


dors. These  vendors  will  be  regularly  briefed 
on  the  repository  and  its  interfaces.  They  and 
their  products  are  listed  and  referred  to  by 
IBM.  According  to  various  publications,  IBM 
has  an  equally  positive  attitude  toward  all  of 
these  vendors  because  the  development  asso- 
ciate vendors  will  ensure  AD/Cycle's  accep- 
tance and  success. 

In  reality,  however,  of  the  40  vendors  with 
whom  IBM  has  this  relationship,  those  in 
which  it  has  made  an  investment  are  more 
important  and  are  treated  differently.  Vendors 
with  an  equity  investment  are  referred  to  as 
close  vendor-partners.  They  will  receive  a 
much  more  intensive  and  earlier  look  at 
IBM's  plans  and  directions  than  will  IBM's 
other  vendor  associates.  Of  equal  importance, 
at  least  at  this  time,  the  vendor-partners'  of- 
ferings are  presented  to  customers  as  being 
part  of  the  AD/Cycle  offering  itself. 

It  is  outside  the  scope  of  this  article  to  analyze 
all  the  reasons  why  IBM  entered  into  these 
equity-based  partnership  arrangements.  Par- 
ticular motivations  that  relate  to  CASE  in- 
clude the  need  for  standards,  communication 
of  requirements,  partnership  protection,  prod- 
uct choice  for  customers,  and  competition. 

Standards.  IBM  views  the  setting  of  stan- 
dards, especially  those  for  the  visual  represen- 
tation and  digital  storage  of  requirements,  as 
one  of  the  most  important  factors  for  increas- 
ing the  effectiveness  and  use  of  CASE.  By 
working  with  and  investing  in  its  vendor-part- 
ners, IBM  will  carry  out  part  of  this  strategy. 

Communication  of  requirements.  Equally 
important  is  the  fact  that  IBM  has  specified 
the  object-oriented  entity-relationship  model 
as  the  means  of  communicating  requirements 
to  AD/Cycle  (as  well  as  the  form  in  which  in- 
formation will  be  stored).  IBM  has  the  influ- 
ence and  has  supplied  the  resources  to  ensure 
that  this  is  implemented  by  its  vendor-part- 
ners. 

Partnership  protection.  IBM's  investment 
makes  it  more  difficult  for  its  partners  to  be 
taken  over.  Undoubtedly,  provisions  were 
made  in  the  agreements  between  IBM  and  its 
senior  partners  that  IBM,  at  its  option,  can  cut 
off  the  flow  of  information  and  support  in  the 
event  of  a  change  of  ownership.  This  kind  of 
protection  helps  both  IBM  and  its  customers 
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to  be  able  to  rely  on  the  vendor's  stability 
during  the  relatively  lengthy  time  period  that 
CASE  implementation  requires. 

Product  choice  of  customers.  IBM  has  se- 
lected well-managed,  financially  strong  com- 
panies as  partners.  It  could  have  chosen 
weaker  companies  that  were  equally  profi- 
cient technically  and  more  easily  controlled. 
In  choosing  the  stronger  companies,  at  least 
for  the  medium  term,  IBM  wishes  to  provide 
its  CASE  customers  with  a  choice  of  products 
from  independent  firms. 

Competition.  The  vendor-partner  offerings 
overlap  somewhat,  both  with  each  other  as 
well  as  with  those  IBM  has  announced  or  has 
under  development.  This  means  that  not  only 
will  customers  have  choices  but  competition 
will  be  maintained. 

IBM's  priorities  and  strategies 

Allowing  and  supporting  this  diversity  under- 
lines IBM's  priorities.  First,  IBM  wants  to  en- 
sure that  a  full  set  of  AD/Cycle-conforming 
tools  is  available  as  soon  as  possible.  Second, 
as  long  as  IBM  controls  the  repository,  it  is 
willing,  in  the  medium  term,  to  share  revenue 
generated  from  its  partners'  software  and  ser- 
vices. Third  and  above  all,  IBM  wants  to  solve 
the  applications  development  backlog  so  its 
customers  can  once  again  buy  hardware  for 
new,  strategic  applications. 

IBM's  AD/Cycle  strategy  is  basically  software 
driven;  the  strategy  will  have  the  sale  of  more 
hardware  as  one  of  its  objectives.  AD/Cycle  is 
geared  primarily  toward  IBM's  installed  base, 
hence  the  reliance  on  the  MVS  and  OS/2  op- 
erating environments.  Although  IBM's  new 
reduced  instruction  set  computing  (RISC)  pro- 
cessors provide  much  more  power,  it  is  un- 
likely that  they  will  be  supported  by  AD/Cy- 
cle in  the  near  future  because  of  the  effort 
involved. 

The  integrated  approach  to  CASE 

IBM's  actions  have  created  a  new  CASE  play- 
ing field,  not  a  perfectly  level  one,  but  one 
that  tilts  in  IBM's  direction.  But  that  is  the 
price  the  industry  paid  for  allowing  IBM  to  set 
standards.  Presumably,  a  more  rapidly  grow- 
ing market  will  benefit  vendors  other 
than  IBM. 


All  of  IBM's  actions  have  tipped  the  scales 
from  the  independent  CASE  tool  approach  to 
the  integrated  approach.  IBM  has  not  been  the 
leader,  however,  in  the  integrated  approach. 
In  essence,  it  has  ratified  previous  actions  of 
other  CASE  vendors.  The  following  are  some 
examples  of  vendors  and  the  strategies  they 
used  before  IBM's  appearance  in  the  market: 

•  Generator  vendors  Sage  Software  Inc  and 
Pansophic  Systems  Inc  added  to  their  prod- 
ucts' capabilities  through  acquisition. 

•  Texas  Instruments  Inc  offered  its  integrated 
Information  Engineering  Facility  (which  im- 
plements the  James  Martin  approach)— 
KnowledgeWare  Inc  has  a  similar  imple- 
mentation. 

•  Front-snd  vendor  Nastec  Corp  and  back- 
end  vendor  Transform  Logic  merged  in  late 
1989. 

•  DEC  announced  its  own  repository  ap- 
proach in  1989. 

•  In  late  1989,  Computer  Associates  Inc  an- 
nounced an  advanced  code  generator  that 
complements  the  other  applications  devel- 
opment products  in  its  acquired  CuUinet 
user  base. 

In  addition.  Exhibit  1  is  a  summary  list  of 
vendors  who  offer  end  to-cr.d  CASE  prodr-cts. 

What  about  the  other  100  or  so  CASE  ven- 
dors? Those  that  are  small  and  without  a  stra- 
tegic product  will  have  limited  choices  if  they 
want  to  remain  effective  enterprises.  They 
can  remain  effective  by  developing  better 
products  ahead  of  the  competition  (including 


Exhibit  1.  End-to-End  CASE  Product  Vendors 

Hardware  Companies  Independerit  CASE 

Product  Vendors 


DEC 
IBM 

Texas  Instruments 

System  Software 
Companies 

Computer  Associates 

Pansophic 

Grade' 

XA  Systems' 


Nastec/Transform  Logic 
Sage  Software 

Prolessional  Service 
Providers 

Andersen  Consulting 
Oracle 


^4otes: 

'  Part  o(  Oracle  Complex  System;  therefore,  also  under  "Professiooal 

Service  Providers." 
'  Still  retains  relationships  with  Peat  Manwictt. 

SOURCE:  Input,  an  international  research  and  consulting  firm 

specializing  in  information  services  in  Mountain  View  OA 
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being  a  research  and  development  shop  for 
other  CASE  vendors),  finding  a  strong  partner 
(e.g.,  through  acquisitions),  or  becoming  a 
CASE-expert  professional  services  iirm  (and, 
in  essence,  dropping  out  of  the  products  busi- 
ness). 

With  so  many  vendors  in  the  market,  it  might 
seem  as  if  this  column  pays  a  disproportionate 
amount  of  attention  to  IBM's  CASE  initiatives 
and  strategies.  The  reality  is — for  better  or 
worse — that  most  IS  departments,  which  are 
mainframe-oriented,  are  responsible  for  most 
major  application  development  projects,  and 
these  kinds  of  IS  departments  and  IBM  are 
still  largely  independent. 

Application  development  approaches 

IBM.  as  well  as  other  vendors,  has  begun  to  of- 
fer the  opportunity  for  an  end-to-end  inte- 
grated CASE  environment.  How  many  organi- 
zations will  take  advantage  of  the  opportunity 
and  at  what  rate  of  speed?  To  help  answer 
these  questions,  the  approach  organizations 
take  can  be  classified  into  one  of  three  catego- 
ries: 

•  The  do-nothing  approach. 

•  The  assessment  approach  (including  pilot 
implementation). 

•  The  full  implementation  approach. 

Larger  companies  that  are  still  in  the  do-noth- 
ing category  are  generally  special  cases.  For 
example,  they  are  in  severe  financial  diffi- 
culty, have  been  decentralized  into  units  too 
small  to  have  the  critical  mass  to  support 
CASE  study,  or  are  in  turmoil  (including 
those  being  acquired  or  divested).  The  do- 
nothing  approach  can  make  sound  business 
sense  because  CASE  requires  a  multiyear 
time  frame,  and  these  kinds  of  organizations 
often  work  on  a  monthly  basis.  Improvements 
to  CASE  tools  alone  will  generally  have  little 
or  no  impact  on  this  group  of  companies. 

The  primary  impact  will  be  on  the  other 
groups.  Assessors  will  have  far  less  reason  to 
stay  indefinitely  in  the  evaluation  or  pilot 
mode,  searching  for  the  right  product.  They 
will  have  to  make  some  difficult  decisions.  Up 
till  now,  the  full  implementers  have  been  in 
short  supply  because  of  technical  risk  (i.e.,  the 
chance  that  the  product  will  not  work)  and 
vendor  risk  (i.e.,  the  chance  that  the  vendor 
may  not  be  in  business  in  a  year).  The  issues 


may  become  those  of  typical  business  risk, 
such  as: 

•  Does  the  system  address  a  real  business 
need? 

•  Does  the  system  give  the  company  a  com- 
petitive advantage? 

•  Are  all  affected  operating  units  really  on 
board — What  is  the  return  on  investment 
for  the  system? 

Including  maintenance  in  the  approach 

The  preceding  strategies  implicitly  address 
new  development.  A  successful,  fully  inte- 
grated approach  (e.g.,  the  potential  reengi- 
neering  aspects  of  AD/Cycle)  would  go  be- 
yond this  and  integrate  maintenance  into 
systems  development.  Maintenance,  as  it  is 
currently  defined,  is  in  bad  shape:  its  practi- 
tioners usually  have  one  of  the  most  difficult, 
least  rewarded  jobs  in  an  IS  department.  They 
are  forced  to  work  by  intuition  and  master 
the  art  of  obscure  deductions.  Using  a  broad 
definition  of  the  term,  maintenance  can  ex- 
pend well  over  half  the  resources  in  most  IS 
departments,  drastically  interfering  with  their 
ability  to  develop  more  important  systems. 

An  end,  oi  even  a  blurring,  of  ihe  distinction 
between  new  development  and  maintenance 
would  permit  many  more  IS  resources  to  be 
devoted  to  solving  business  problems.  At  pres- 
ent, however,  this  kind  of  reengineering 
should  be  treated  with  caution;  IS  depart- 
ments will  probably  remain  assessors  for  some 
time  with  regard  to  radical  reengineering. 

Remaining  questions 

Although  some  of  the  changes  in  the  CASE 
environment  and  their  effects  are  becoming 
more  known,  the  software  engineering  indus- 
try must  resolve  numerous  issues  before  the 
use  of  CASE  moves  closer  to  becoming  a  guar- 
anteed success.  The  major  unresolved  issues 
include: 

•  What  are  the  preconditions  for  successful 
CASE  implementations?  Are  there  factors 
that  virtually  guarantee  failure  in  imple- 
menting CASE? 

•  Will  users  actually  switch  to  end-to-end 
products?  If  so,  how  soon  will  this  occur? 

•  What  proportion  of  success  depends  on  the 
CASE  tools  and  what  proportion  depends  on 
how  tools  are  used? 


46      July/August  1990 


CASE 


How  can  CASE  (as  it  is  commonly  under- 
stood) be  effectively  linked  to  business  plan- 
ning? 

What  are  the  current  gaps  between  corpo- 
rate CASE  needs  and  vendor  offerings — 
That  is,  are  the  gaps  perceived  in  the  same 
way  by  prospective  customers,  existing  cus- 
tomers, and  vendors?  Which  gaps  are  the 
most  serious?  How  near  are  the  gaps  to 
being  closed  (from  the  standpoint  of  both 
perception  and  reality)? 
How  will  the  successful  use  of  CASE  affect 
the  position  of  IS  operations  in  an  organiza- 
tion? 

— Will  IS  be  more  involved  in  developing 
corporate  plans  and  objectives? 

— How  much  will  the  reality  of  evolution- 
ary system  change  be  able  to  help  other 
departments  meet  their  objectives? 

— Will  more  corporate  resources  be  devoted 
to  systems  development  and  implementa- 
tion? 

— Will  system  resources  be  used  more  effi- 
ciently and  effectively? 

— Will  there  be  increased  responsiveness  in 
meeting  corporate  needs? 

What  level  of  investment  will  be  required 

to  achieve  critical  mass  as  a  CASE  im.ple- 


menter?  For  example,  what  proportion  of 
the  investment  is  used  for  various  tools, 
specialized  staff,  internal  training,  and  ex- 
ternal consulting,  among  other  resources? 

•  Has  CASE  already  changed  the  composition 
and  proportion  of  tasks  in  the  systems  de- 
velopment life  cycle?  What  are  the  main 
variables?  What  further  changes  lie  ahead 
over  the  next  five  years? 

•  How  will  CASE  affect  and  be  affected  by 
such  existing  tools  as  fourth-generation  lan- 
guages, nonrelational  DBMSs,  and  spread- 
sheets? 

•  Will  future  generations  of  CASE  tools  and 
concepts  bridge  or  widen  the  gaps  between 
different  hardware  architectures? 

•  To  what  extent  will  a  next  generation  of  ap- 
plication packages  built  with  CASE  tools 
that  allow  customization  by  the  user  be 
available?  Do  organizations  need — and  are 
they  ready  for — such  offerings? 

Some  of  these  issues  are  only  indirectly  tech- 
nical in  nature.  It  may  be  that  as  the  industry 
comes  closer  to  finding  solutions  to  technical 
CASE  problems,  business  and  general  systems 
issues  will  become  more  visible  and  more 
important.  Such  hypotheses  remain  to  be 
tested.  A 
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Tlie  Role  of  Third  Parties  in 
IBM's  Software  Strategy 


NOTE:  This  MAPS  Research  Bulletin  is  the  second 
in  a  series  devoted  to  IBM  and  its  software 
strategy.  Based  on  extensive  research  conducted  by 
Tom  O'Flaherty,  Vice  President  in  charge  of 
INPUTS  New  York  office,  these  bulletins  will  cover 
IBM's  previous  software  strategy,  the  position  of 
software  in  its  emerging  solution  strategy,  the  key 
role  of  applications  development,  partnering 
strategies,  and  the  responses  available  to  vendors. 


In  an  earlier  Research  Bulletin,  INPUT 
outlined  and  analyzed  the 
counterproductive  effects  of  IBM's  DB2 
product  strategy.  Tactically,  DB2 
succeeded  in  becoming  the  premier  DBMS 
(at  least  in  the  MVS  environment); 
strategically,  however,  the  disruption  DB2 
caused  in  application- 
building  contributed  to  a 
slowdown  in  large  systems 
sales. 


DB2  is  one  example  of 
IBM's  historic  product 
orientation  toward 
software.  Similarly,  MVS 
and  PC/DOS,  though 
enormously  successful  in 
their  own  ways,  have  had 
at  best  only  a  marginal 
effect  on  IBM's  bottom  line: 

•  MVS  license  costs  are 
now  just  considered  an 
overall  part  of  doing 


business  by  the  more  sophisticated 
customer  (see  Exhibit  1). 

•  PC/DOS  and  MS/DOS  brought  stan- 
dards and  order  to  the  personal  com- 
puter. From  IBM's  standpoint,  however, 
this  only  served  to  commoditize  the 
platform  without  IBM  gaining  real 
control  over  the  operating  system. 

Ironically,  IBM's  past  emphasis  on  systems 
software  brought  it  further  away  from  its 
key  target:  the  user.  Gaining  more 
influence  over  the  various  types  of 
customers  has  become  a  recent 
preoccupation  of  IBM. 


Exhibit  1 


Components  in  the 
Cost-of-Ownership  Equation 


Cost  of  system  ownership  =  Initial  hardware  cost 

+  Financing 

+  Operating  system 
lice  nse/mai  nte  nance 

+  Systems  software 
license/maintenance 

+  Customer  service 
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Applications  Solutions 

,  It  is  no  coincidence  that  applications  have 
become  a  key  focus  for  IBM;  hence,  the 
importance  of  the  Applications  Solutions 
Division  line  of  business.  To  oversimplify 
slightly,  more  solutions  to  business 
problems  will  lead  to  more  hardware  being 
sold  (Exhibit  2).  Software  is  of  course  a 
key  (if  not  the  key)  component  in  any 
solution-oriented  delivery  mode. 

Applications  can  be  supported  in  a  variety 
uf  ways: 

•  Application  Software  Products 

-  standard  packages 

-  customized  packages 

•  Vendor-Developed  Applications 

-  professional  services 

-  systems  integration 

-  turnkey  systems 

•  In-house  System  Development 

-  standard  approaches 

-  with  application-enabling  tools 

Systems  Operations  (for  applications 
now  running  in-house) 

Transaction  Processing  Services  (as  an 
alternative  to  the  above) 


Obviously,  not  even  IBM  can  (or  probably 
should)  offer  the  full  range  of  application- 
enabling  products  and  services.  IBM's  own 
priorities  are  becoming  clearer. 

Application-enabling  (CASE)  tools  and 
methodologies  are  a  very  important  area 
for  IBM,  as  exemplified  by  the  resources 
and  emphasis  placed  on  AD/Cycle.  Quite 
simply,  IBM  must  bring  order  to  this  area 
if  its  customers  are  to  begin  to  break  their 
in-house  development  logjams. 

IBM  will  also  be  supplying  services: 
systems  integration,  professional  services, 
systems  operations,  and  to  some  extent, 
transaction  processing  services. 

•  Although  IBM  has  not  yet  had  the 
success  it  hoped  for  in  commercial 
systems  integration,  systems  integration 
projects  are  so  large,  visible,  and  in 
many  cases  strategic,  that  IBM  will 
continue  to  pursue  them  by  means  of 
various  organizational  arrangements. 

•  Professional  services,  recently 
decentralized  into  its  regions  and 
branches,  will  be  useful  in  implementing 
customer  systems.  However,  IBM  will 
tend  to  be  handicapped  by  its  cost 
structure  in  what  is  often  a  commodity- 
like business. 
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IBM  Solution-Directed  Strategy 
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•  Systems  operations— essentially 
undertaken  as  a  defensive  move  by 
IBM — ^will  become  more  important  as 
outsourcing  increases.  Here  too,  IBM  is 
somewhat  handicapped  by  its  cost 
structure  and  personnel  practices.  For 
example,  what  does  IBM — ^with  its  no 
layoff  policy — do  if  a  systems  operations 
contract  is  not  renewed? 

•  IBM  will  ofifer  its  own  applications 
software  in  certain  central  areas  (e.g., 
its  recent  purchase  of  CADAM  {rom 
Lockheed).  However,  IBM's  previous 
applications  software  offerings  have 
been  of  mixed  quality,  more 
importantly,  IBM  does  not  have  the 
knowledge  or  resources  to  support  more 
than  a  few  vertical  niche/application 
platform  combinations. 

Consequently,  IBM  will  be  working  with  a 
variety  of  third  parties.  This  includes 
vendors  in  which  IBM  has  made  an  equity 
investment  (vendor  partners),  as  well  as 
vendor  associates  (vendors  that  have 
agreed  to  conform  to  SAA). 


Several  types  of  vendors  will  play  an 
important  role  in  IBM's  applications 
strategy: 

•  CASE  vendors  will  play  a  critical  role  in 
the  near  term,  although  they  will  be 
somewhat  less  important  as  IBM  gears 
up  its  own  AD/Cycle  products. 

•  Applications  software  products  offered 
by  third  parties  will  be  critical  to  IBMs 
strategy.  Customized  packages  will 
come  into  their  own  by  the  mid-1990s  as 
more  applications  products  are  built 
using  AD/Cycle  tools.  This  will  allow 
corporations — or  their  information 
service  vendors — ^to  tailor  a  product  for  a 
particular  environment. 

•  IBM  will  increasingly  rely  on  alHed 
professional  service  and  system 
integration  firms  to  meet  IBM  customer 
needs;  these  allies  will  usually  have  a 
functional,  vertical,  or  geographic 
specialization.  In  addition,  IBM  allies 
will  often  be  able  to  deHver  a  more  cost- 
effective  solution.  All  things  being 


Exhibit  3  Importance  of  IBM  and  Third-Party  Roles  in 

IBM's  Applications  Strategy 
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equal,  IBM  will  be  somewhat  cooler 
toward  systems  integrators  (as  opposed 
to  professional  service  firms),  since  they 
may  recommend  non-IBM  hardware 
solutions. 

•  Since  system  operations  and  transaction 
processing  have  a  somewhat  lower 
priority  in  the  IBM  scheme  of  things, 
IBM's  relationship  with  third  parties  in 
these  areas  will  be  more  distant. 

Exhibit  3  summarizes  INPUT'S  assessment 
of  the  importance  placed  by  IBM  on  the 
various  roles  which  IBM  and  third  parties 
will  play  in  providing  application  solutions. 

Of  particxilar  significance  to  third  parties 
is  the  changing  importance  of  some  of  their 
roles.  (Note  the  increased  importance  of 
semi-customizable  software  products  as 
CASE  technology  takes  hold.) 

IBM's  Changing  Attitude  Toward 
Software  Product  Suppliers 

Many  software  products  do  not  directly 
provide  or  enable  application  solutions. 
Basically,  all  non-CASE  systems  software 
falls  into  this  category.  What  is  IBMs 
attitude  toward  these  software  products? 

In  the  past,  the  answer  was  relatively 
straightforward: 

•  IBM  wanted  producers  of  IBM- 
compatible  core  system  software 
(operating  systems  and  utiUties, 
communications  software  and  DBMSs) 
to  cease  to  exist. 


•  Application  development  tools  (4GL, 
early  CASE,  dedsion  support)  and  data 
center  management  tools  were  viewed 
neutrally — they  were  neither  helped  nor 
opposed. 

IBM's  attitude  is  now  more  discriminating: 

•  Application-enabling  tools  are  now 
view'^'^  •  '^re  positively  as  a  class,  with 
AD/Cyde-conforming  tools  at  the  top 
and  AD/Cycle-competitive  tools  almost  as 
low  as  operating  systems. 

•  System  building  blocks  such  as  DBMSs 
and  communications  software  are  now 
tolerated. 

The  situation  will  become  more  complex  in 
the  future  as  SAA  becomes  more  important 
for  both  IBM  and  its  customers.  (This 
includes  the  AD/Cycle  subset  of  SAA.) 
Vendors  whose  products  do  not  conform  to 
SAA  will  become  second  class  citizens;  this 
even  includes  (up  to  a  point)  vendors  of 
applications  packages. 

Exhibit  4  summarizes  the  relative  position 
of  major  types  of  third-party  software  over 
a  ten-year  period.  Few  categories  will 
have  escaped  significant  changes  in  IBMs 
attitude  over  the  ten  years.  This  reflects 
IBM's  changing  strategies  and  its  efforts  to 
become  more  solution-  and  service- 
oriented. 
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Exhibit  4 
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This  Research  Bulletin  is  issued  as  part  of  INPUTs  Market  Analysis  Program.  If  you  have  questions  or 
comments  on  this  or  other  bulletins  in  this  series,  please  contact  your  local  INPUT  office  or  Norman  Litell, 
Market  Analysis  Program  Director,  at  INPUTs  headquarters  in  Mountain  View,  California: 
(415)  961-3300. 
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